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BATON ROUGE, LOUISIANA 70808 

IND EPEND EN T AUDITO R 'S REPO RT 

To the Board of Directors 
Habitat for Hum anity of Greater Baton Rouge, Inc 

M EM BER 
AM ERICAN INSTITUTE OF 

CERTIFIED PUB LIC ACCOUNTANTS 
SOCIETY OF LOUISIANA 

CERTIFIED PUB LIC ACCOUNTANTS 

I have audited the accompan ying statement of finan cial position of Habitat for Humanity of Greater 
Baton Rouge, Inc., as of December 31, 2002, an d th e related statem ents of activities, cash flows

, and 
functional expenses for the year th en ended. These financial statem ents are th e responsibility of 
Habitat for Hum an ity of Greater Baton Rouge, Inc.'s m an agem ent. M y responsibility is to express an  
opinion on th ese fin an cial statem en ts based on m y audit. 

I conducted m y audit in accordance with  auditing stan dards generally accepted in th e Uni ted States of 
Am erica and th e stan dards applicable to finan cial audits contained in Governmental Auditing 
Standards, issued by th e Com ptroller Gen eral of the Uni ted  States. Those standar ds require th at I plan  
an d perfortn the audit to obtain reasonable assurance about whether the financial statem en ts are free of 
material misstatem ent. An audit includes examining, on a test bas is, evidence supporting the amounts 
and disclosures in th e finan cial statem ents. An audit also includes as sessing th e accounting principles 
used an d significan t estim ates m ade by m an agem ent, as  w ell as  evaluating the overall finan cial 
statem en t presentation. I believe that m y audit provides a reasonable bas is for m y opinion. 

In m y opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the 
finan cial position of H abitat for Hum anity of Greater Baton Rouge, Inc., as  of Decem ber 31, 2002, and 
the chan ges in its net assets an d its cash flows for the year then ended in conformity with accounting 
principles generally accepted in th e Uni ted States of Am erica. 

In accordan ce with Government Auditing Standards, I have also issued m y rep ort dated M ay 16, 2003, 
on my consideration of Habitat for Hum anity of Greater Baton Rouge, Inc.'s internal control over 
finan cial reporting an d m y tests of its complian ce with certain provisions of laws, regulations, contracts 
an d gran ts. That rep ort is an  integr al part of an  audit perform ed in accordance with Governm ent 
Auditing Stan dards an d should be read in conjun ction with this report in considering the results of my 
audit. 

M ay 16, 2003 



H ABITAT FO R H UM A N ITY O F GREATER BA TO N RO U G E, INC. 
STA TEM ENT O F FINANCIA L PO SITIO N 

DECEM BER 31, 2002 

A SSETS 

Current A ssets 
Cash 
N on interest bearing m ortgages receivable 
Less discount 
Receivables for escrow  shortages 
Non interest bearing prom issory notes receivable 
Building supplies 
Other current receivables 
Inventory of hom es 

Property and Equipm ent 
Office equipm ent 
Construction equipm ent 
Less accum ulated deprec iation 

Other A ssets 
N on interest bearing m ortgages receivable 
Less discount 
N on interest bearing prom issory  notes receivable 
Lan d held for developm ent 

Total Assets 

-2- 

$ 214,000 
148,435 

(69,138) 
15,629 
2,541 
3,921 
3,797 

310 939 
630 124 

7,495 
9,497 

(4,566) 
12,426 

1,912,255 

(876,365) 
2,503 

246,749 
1,285,142 



LIABILITIES AND NET A SSETS 

Current Liabilities 
Accounts payable 
Escrow deposits 
Revolving line of credit 
Current portion of capital lease 

Long Term  Liabilities 
Forgivable developm ent loan 
Capital lease 
Less current portion of capital lease 

Total Liabilities 

N et A ssets 
Unrestri cted 
Tem porarily restricted 

Total N etA ssets 

Total Liabilities and N et A ssets 

The accom panying notes are an integral part of these financial statem en ts 

-3- 

$ 680 
25,500 
43,235 
1,079 
70,494 

110,000 
5,482 

(1,079) 
114,403 

184 897 

1,714,189 
28,606 

1,742,795 

$ 1,927,692 



H ABITAT FOR H UM A NITY OF GREATER BATO N ROU GE, INC. 
STATEM ENT O F ACTIVITIES 

YEAR  EN DED DECEM BER 31, 2002 

SUPPORT AND  REVENU E 
Contributions 
Contributed services & m aterials 
Contributed land 
M ieroenterprise Grant 
Am ortization of discount on m ortgage loan s 
Transfers to hom eowners for m ortgage loans 
LA D epartm ent of N atural R esources rebate 
Sales of property, net of cost of $3,500 
Interest incom e 
Special events, net 
Other 
N et assets released from  restrietion 

Total Support an d Revenue 

EXPEN SES 
Program  services 

Construction 
M ortgage originations 
M icroenterprise gr ant 

Supporting serv ices: 
M anagem ent & general 
Fund-raising 

Total Expenses 

Chan ges in N et A ssets 

Net Assets: 
Beginning of Y ear 

End of Y ear 

$ 124,829 
184,800 
52,140 

Tem porarily 
Restricted Total 

$ 477,817 $ 602,646 

36,823 
69,648 
955,450 
24,816 
5,000 
2,387 
3,278 
6,255 

544,994 (544,994) 

184,800 
52,140 
36,823 
69,648 
955,450 
24,816 
5,000 
2,387 
3,278 
6,255 

-0- 

1,973,597 (30,354) 1,943,243 

1,333,993 
361,947 
36,827 

61,240 
21,845 

1.815.852 

157,745 (30,354) 

1,333,993 
361,947 
36,827 

61,240 
21,845 

1,815,852 

127,391 

The accompanying notes are an integral part of these finan cial statements. 
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H ABITA T FO R H UM ANITY O F G REATER BATO N R O U G E, IN C. 
STATEM EN T O F CA SH  FLO W S 

YEAR  ENDED DECEM BER 31, 2002 

CA SH FLOW S FROM  OPERA TING ACTIV ITIES
. 

Increase in net assets 

Adjustments to reconcile increase in net assets to 
net cash used by operating activities: 

Depreciation 
Gain on sale of property 
Donated land 
Land tran sferred 
Transfers to hom eow ners net of discounts 
Am ortization of m ortgage discount 
In creas e in receivables from  escrow shortage 
Increas e in building supplies 
In creas e in other current receivables 
Decrease in inventory of hom es un der construction 
In crease in accoun ts payable 
Increas e in escrow deposits 
Decrease in payroll taxes payable 

N et cash used by operating activities 

CA SH FLOW S FROM  INV ESTING ACTIVITIES 
Collections on m ortgage receivables 
Purchas e of equipm ent 
Purchase of land 
In crease in prom issory  notes receivable 
Paym ents received on prom issory notes 
Proceeds from  sale of lan d &  building 

N et cash provided by in vesting activities 

CA SH FLO W S FROM  FIN AN CIN G ACTIV ITIE S 
Short-term  borrow ings 
Paym ents on capital lease 

N et cash provided by financing activities 

N et increase in cash 

Cash at beginning of year 

Cash at end of year 

The accom panying notes are an integral part of these financial statem ents 
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127,391 

3,595 

(5,000) 
(52,140) 
106,141 

(593,503) 
(69,648) 
(15,629) 
(3,921) 
(3,797) 

243,159 

(9,242) 
(8,174) 
(516) 

(281,284) 

299,515 

(4,265) 
(58,206) 
(6,769) 
1,725 
8,500 

240,500 

43,235 

(666) 
42,569 

1,785 

212,215 

$ 214,000 
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H ABITA T FO R  H U M A NITY O F G REA TER BA TO N R O UG E, INC. 
N O TES TO FINAN CIAL STATEM ENTS 

DECEM BER  31, 2002 

1. Sum m ary of Sian ificant A ccotm tin~ Policies 

ORGANIZATION  AND PURPOSE 

Habitat for Humanity of Greater Baton Rouge, Inc. ("Habitat") is a non-profit organization 
incorporated in 1988, w ith offi ces in Baton Rouge, Louisiana, an d operations in four Louisiana 

parishes. Habitat is an affiliate of Habitat for Humanity International, Inc. ("Habitat 
International"), a nondenominational Christian  nonprofit organization whose purpose is to create 
decent, affordable housing for those in need, an d to m ake decent shelter a m atter of conscience 
with  people everywhere. Alth ough Habitat International assists with  inform ation resources, 
training, publications, prayer support, an d in other ways, Habitat is prim arily an d directly 
responsible for its own operations. The accom pan ying financial statem ent includes th e activities of 

the Campus Chapter of Habitat for Hum anity at LSU affi liate. 

INCOM E TAX  STATU S 

Habitat has received exemption from income taxes under the provisions of Section 501(c)(3) of the 
Internal Revenue Code under a group exem ption letter gr anted to Habitat In ternational. 

BA SIS OF A CCOUN TIN G 

Habitat prepares its finan cial statem en ts on the accrual basis of accoun ting. Accordingly, revenues 
are recognized when earned an d expenses ar e recognized w hen incurred. 

BA SIS OF PRE SEN TA TION 

Finan cial statem ent presentation follow s th e recom m endations of the Finan cial A ccoun ting 

Stan dards Board in its Statement of Finan cial Accounting Stan dards (SFAS) No. 117, "Finan cial 
Statem ents of N ot-for-Profit Organizations." Under SFA S N o. 117, H abitat is required to rep ort 
inform ation regarding its financial position an d activities according to three classes of net assets: 
unrestricted net assets, tem porarily restricted net as sets, an d perm an ently restricted net as sets. 
H abitat currently has  no perm an ently restricted net assets. In addition, H abitat is required to 
present a statem ent of cas h flow s. 

U SE OF ESTIM ATES 

The prepar ation of finan cial statem en ts in conform ity with generally accepted accounting principals 
requires m anagem ent to m ak e estim ates an d as sumptions th at can  affect certain rep orted am oun ts 
an d disclosures. Accordingly, actual results could differ from those estim ates. 

-7- 



H ABITAT FO R H UM ANITY O F G REATER BATO N R O UG E, INC. 
NO TES TO FINANCIAL STATEM ENTS 

DECEM BER 31, 2002 

REVENUE RECOGNITION 

Contributions are recorded as unrestricted, tem porarily restricted, or perm anently restricted 
support, depending on the existen ce and or nature of any donor restrictions. A ll donor-restricted 
support is reported as  an  increase in tem porarily or perm anently restricted net assets, depending on 
the nature of th e restriction. W hen th e donor restriction expires, tem porarily restricted net as sets 
are reclas sified to unrestricted net assets an d reported in the statem ent of activities as net assets 
released from restriction. 

Transfers to hom eowners ar e recorded when a hom e is occupied and title is tran sferred. The 
transfer is recorded at th e gross am ount of paym ents to be received over the lives of the m ortgages. 
Non-interest bearing m ortgages have been discounted, ran ging from  6%  to 9% , bas ed upon 
prevailing m arket rates at the inception of the m ortgages. Discounts ar e am ortized using the 
effective interest m eth od over the lives of th e m ortgages. 

H abitat also executes a second or th ird m ortgage dep endi ng on the applicability of the "Hom e 

Program" (see Note 7) with homeown ers upon tran sfer of the home. The am ount of these 
m ortgages is approxim ately equal to the difference betw een th e sales price an d the fair m arket 
value of the hom e. These m ortgages bear no interest and th e hom eowner is di schar ged from  its 
annual paym ent so long as they are not in default on th e first m ortgage. N o am ount is included in 
the finan cial statem ents for these m ortgages as collection is contingent upon future events an d is 
generally un expected and unintended. 

The follow ing is a sum m ary of hom e building activity for 2002 

Occupied hom es not closed an d hom es under 
construction, Jan uary 1, 2002 

Additional costs incurred on beginning inventory 
N ew hom es started  in 2002 
H om es transferred in 2002 

Occupied hom es not closed an d hom es un der 
construction, D ecem ber 31, 2002 

Num ber  

14 

14 

(21) 

$ 559,933 
73,855 
730,410 

(1,053,259) 

The inventory of hom es at Decem ber 31, 2002, is valued at cost, and does not include the value of 
contributed labor. 

-8- 



H ABITAT FO R H UM ANITY O F GREATER  BA TO N R O U G E, IN C. 
NO TES TO  FINAN CIAL STATEM EN TS 

DECEM BER 31, 2002 

1. Sum m ary of Simaificant Accounting, Policies - (continued 

PROPERTY, EQUIPM ENT AND DEPRECIATION 

Property and equipm ent are recorded at acquisition cost. H abitat capitalizes additions of property 
an d equipment that exceed $500. Depreciation expense is provided on a straight-line basis over the 
estim ated useful lives of the respective assets, ranging from  three to five years. 

CON TRIBU TED SERVICES AND M A TERIA LS 

Volunteers provide substantial services to Habitat. Services provided by volunteers building 
hom es are m easured either by the fair value of the serv ices received or by the in crease in value of 
the home, whichever is more objectively determinable. During 2002, $158,500 in services an d 
$26,300 in donated m aterials were recognized on homes tran sferred. In addition, Habitat receives 
adm inistrative and fund-raising services from  volunteers. These serv ices are not of a type 
perm itted to be recognized in financial statem ents, thus no value is recorded. 

RESERVED CA SH 

Habitat currently serv ices the m ortgages on the hom es it sells. In cluded in reserv ed cash are 
am oun ts received from  hom eowners for insuran ce, property taxes an d m ortgage paym ents received 

prior to closing (escrow funds). Reserved cash at December 31, 2002 was $25,500. 

PROGRAM  SERVICES 

Program  serv ices include m ortgage origination and the costs of hom es constructed an d transferred. 
Also, sin ce hom eowners are involved in bui lding th eir own hom es, fam ily support an d ed ucation 
activities are inherent in the construction activities. In 2002, Habitat received a gr an t to assist 
par ents of needy fam ilies to start sm all businesses. Serv ices included education, support and 
capital assistan ce. 

H abitat builds and rehabilitates houses in the Baton Rouge ar ea. A s a result, all of th e m ortgages 
receivable from  hom eowners are concentrated as to geographic risk. Also, all houses built are 
transferred to low-incom e fam ilies, which can  represent a credit risk. 

Habitat m aintains checking and savings accounts at tw o banks in Baton Rouge, Louisiana. The 
accoun ts are insured by the Fed eral Dep osit In sur ance Corporation up to $100,000 at each bank. 
Th e total uninsured balan ce at December 31, 2002, was $88,751. 

-9- 



H ABITAT FOR  H UM ANITY OF GREATER  BATON R OU GE, IN C. 
NO TES TO FINAN CIAL STATEM ENTS 

DECEM BER 31, 2002 

Mortgages are considered delinquent and subject to foreclosure when three consecutive payments 
are m issed. At December 31, 2002, foreclosure is being considered on four  hom es with total 
outstan ding balan ces of $20,397. Since the fair market values of these homes exceed the related 
m ortgage balances, no allow ance for uncollectible loans has been recorded. 

D ebt 

REV OLVIN G LINE OF CRE DIT 

5 

During 2002, Habitat obtained a one year, un secured, $50,000 revolving line of credit with interest 
payable m onthly at a variable rate currently at 4.25% . The balance at D ecem ber 31, 2002 w as 

$43,235 an d is due on September 9, 2003. 

FORGIV ABLE DEVELOPM ENT LOAN 

Habitat received a $110,000 forgivable loan  from the City-Parish of East Baton Rouge to acquire 
property to develop affordable housing for low incom e households. The City-Parish received these 
funds from the United States governm ent as a Community Development Block Gran t. This loan  
bears no interest an d w ill be forgiven when  the hom es developed ar e transferred to low  incom e 
hom e owners. Construction of fifteen hom es are required to be complete by December 31, 2004. 

Temporarily restricted net assets consist of cash donated for th e construction of new hom es 

- 10- 
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H AB ITAT FO R H UM ANITY O F G REATER BATO N R O UG E, INC. 
NO TES TO  FINAN CIAL STATEM ENTS 

DECEM BER 31, 2002 

CASH EQUIVALENTS 

For purposes of cash flow s, H abitat considers all highly liquid debt instrum ents purchased with a 
m aturity of three m onths or less to be cash equivalents. 

SUPPLEM ENTARY INFORM ATION OF NONCASH ACTIVITIES 

N oncas h investing and finan cing transactions for 2002 consists of: 

~ Property with a pur chase price of $110,552 was primarily funded by a forgivable loan  of 
$110,000. 

~ A copier with a value of $6,148 was finan ced with a capital lease. 
~ Non-interest bearing m ortgage loans were issued for 21 hom es as follows: 

N on-interest bearing m ortgage loans 
Discount of non-interest bearing m ortgage loans 

Transfers to homeowners subject of non-interest 
m ortgage loans, net of discount 

ADDITIONAL  CASH FLOW  INFORM A TION 

$ 955,450 
(361,947) 

No taxes were paid during 2002. Interest of $816 was paid during the year 

7. H om ebuver A ssistan ce Funds - Hom e Pro 

Beginning in 1999, new  H abitat hom eowners m ay qualify for H om ebuyer Assistan ce Fun ds m ade 
available by th e federally as sisted HOM E Program  and adm inistered through the Eas t Baton Rouge 
Parish Offi ce of Commun ity Development. These funds, in the am oun t of $10,000 per qualified 
hom eown er for Habitat hom es built in East Baton Rouge Parish, are paid to Habitat by th e 
hom eowner at th e tim e of the m ortgage closings an d represent a zero percent interest, deferred 
second m ortgage to the hom eo wner. The hom eo wner repays the rem ainder of th e Habitat m ortgage 
over the first 15.1 years of the 20 year mortgage to Habitat and then repays the $10,000 second 
m ortgage ~om  th e Hom ebuyer A ssistan ce Program  over th e fin al 4.9 years to the East Baton 
Rouge Parish Office of Commun ity Developm ent. A gran t of up to $1,000 per homeowner was set 
as ide by the Offi ce of Com m unity Developm ent for closing cost as sistan ce, not to exceed the actual 
hom e buyer closing costs. 



H ABITAT FOR H UM AN ITY O F GREATER BATON ROUGE, INC. 
NOTES TO FINAN CIAL STATEM ENTS 

D ECEM BER  31, 2002 

Habitat annually rem its a portion of its contributions to Habitat International. These funds are used 
to construct hom es in econom ically depressed areas around the world. For the year ended 
December 31, 2002, Habitat contributed $15,000 to Habitat International. That am ount is included 
in program  services expense in the statem ent activities. 

CAPITAL LEA SES 

Habitat leases a copy m achine under a capital lease. The econom ic substance of the lease is that 
H abitat is financing th e acquisition of this asset through th e lease, an d accordingly, it is recorded in 
H abitat's assets and liabilities. 

Th e following is an  an alysis of the leased asset included in Property an d Equipm ent 

Offi ce equipm ent 
Less accum ulated dep reciation 

$ 6,148 
(820) 

The lease agr eem ent contains a bargain purchas e option at the end of the lease term . 

The follow ing is a schedule by years of the futur e m inim um  paym ents required under the lease 
together with th eir present value as  of D ecem ber 31, 2002: 

Year endingDecember31, 
2003 
2004 
2005 
2006 
2007 

Total m inim um  leas e paym ents 
Less am oun t representing interest 

Present value of m inim um  lease paym en ts 

1,539 
1,539 
1,539 
1,539 

6,668 

(1,186) 

Am ortization of as sets held under capital leas es is included with  dep reciation expense 

- 12- 



H ABITAT FO R  H UM A NITY O F G REATER BATO N R O U G E, INC . 
N O TES TO  FINANCIAL STATEM ENTS 

10 

OPERA TIN G LEA SES 

DECEM BER  31, 2002 

H abitat leases space for adm inistrative purposes under a non-cancelable operating lease. The term  
of the lease is for 24 m onths beginning Jun e 1, 2001, and ending M ay 31, 2003. 

Future m inim um  leas e paym ents under operating leas es as  of Decem ber 31, 2002 

2003 

Total futur e m inim um  lease paym ents 

$ 5,400 

$ 5,400 

The husband of a H abitat Board m em ber is an  ow ner of a construction com pan y. Habitat 
occasionally uses this com pany's sub-contractors for hom e construction an d reim bur ses the 
com pan y for these costs. Habitat reimbursed $17,021 to this compan y in 2002. No paym ents were 
due at D ecem ber 31, 2002. 

A H abitat Board m em ber is a loan officer at the bank where Habitat obtained a revolving line of 
credit, as  described in N ote 4. 

- 13- 



REPO R T O N CO M PLIAN CE AND IN TERNAL CO NTR O L 



TELEPHONE 
22
A~5)766-3800 
25) 767-1929 
-M AIL 
cpatwk@cs.eom 

TH O M A S W . K LEINPETER , JR . 
CERTIFIED PUBLIC ACCOUNTANT 
A PROFESSIONAL CORPORATION 
2223 QUAIL RUN DRIVE, SUITE A-2 
BATON ROUGE, LOUISIANA 70808 

M EM BER 
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SOCIETY OF LOUISIANA 

CERTIFIE D PUB LIC ACCOUNTANTS 

REPORT ON COM PLIANCE AND O N INTERNAL CONTRO L O VER FINANCIAL  REPORTIN G 
BASED ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORM ED IN  ACCORDANCE W ITH 

GO VERNM EN T A UDITIN G STANDARDS 

Board of Directors 
Habitat for Hum anity of Greater Baton Rouge, Inc 
Baton Rouge, Louisiana 

I have audited the financial statements of the Habitat for Humanity of Gr eater Baton Rouge, Inc. as of an d for 
the year ended December 31, 2002, and have issued my report thereon dated M ay 16, 2003. I conducted my 
audit in accordance with auditing standards generally accepted in the United States of Am erica and the 
standards applicable to finan cial audits contained in Government Auditing Standards, issued by the Comptroller 
Gener al of the United States. 

As part of obtaining reasonable assurance about whether Habitat for Humanity of Greater Baton Rouge, Inc.'s 
finan cial statem ents are free of m aterial m isstatem ent, I perform ed tests of its compliance with certain 
provisions of laws, regulations, contracts an d gran ts, noncomplian ce with which could have a direct an d 
material effect on the determination of financial statemen t amounts. However , providing an  opinion on 

compliance with those provisions was not an objective of my audit and, accordingly, I do not express such an 
opinion. The results of my tests disclosed no instances of noncompliance that are required to be rep orted under 
Governmental Auditing Standards. 

In planning an d performing my audit, I considered Habitat for Human ity of Greater Baton Rouge, Inc.'s internal 
control over financial rep orting in order to determine my auditing procedures for the purpose of expressing my 
opinion on the financial statemen ts an d not to provide assuran ce on th e internal control over f'm an eial reporting. 
M y consideration of the internal control over  finan cial rep orting would not necessarily disclose all m atters in 
the intern al control over financial reporting th at might be material weaknesses. A material weakness is a 
condition in which th e design or operation of one or more on the internal control components does not reduce to 
a relatively low level the risk that misstatements in amounts that would be material in relation to the financial 
statements being audited may occur an d not be detected within a timely period by employees in the normal 
cour se of performing their assigned functions. W e noted no ma tters involving the internal control over 
finan cial reporting an d its oper ation that we consider to be ma terial weaknesses. 

This report is intended solely for the information and use of the board of directors, ma nagemen t, an d the 
Legislative Auditor, an d is not intended to be an d should not be used by anyone other than these specified 
parties. Under Louisiana Revised Stature 24:513, this report is distributed by the Legislative Auditor as a 
public docum en t. 

M ay 16, 2003 


